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ACCOUNTING 
QBU branches with functional currency other 


than U.S. dollar, proposed §987 regulations, 
192 et seq. 


ACCUMULATION DISTRIBUTIONS 
Foreign tax credit limitation computation, 118 


ADJUSTED CURRENT EARNINGS 

Foreign tax credit limitation, characterization 
of ACE adjustments for §904(d) purposes on 
basis of underlying earnings, 419 


ADMINISTRATIVE REVIEW 


Designation of international issues for litigation 
from Appeals Office, 24 


AFFILIATED GROUPS OF CORPORA- 
TIONS 


Foreign-owned entity conduct of U.S. business, 
374 


Foreign tax credit limitation 

—Consolidated separate limitation losses, 118 
et seq. 

—Separate baskets of income, §904(d) revised 
regulations 

——Look-through rules, final regulations, 420 

—Sepatate baskets of income, §904(d) revised 
regulations 

——Financial services entities, 418 


AIRCRAFT 
See EQUIPMENT LEASING 


ALLOCATIONS 

DASTM currency gain or loss, 152 

Foreign income taxes of foreign target corpora- 
tion between seller and buyer in §338 trans- 
action, 273 

Foreign tax credit limitation 

—Foreign losses and U.S. losses, 59 

—Net operating loss carryovers, 66; 69; 71 

—Ordering rules; examples, 74 

—Preliminary U.S. source taxable loss and/or 
preliminary separate limitation losses to U.S. 
source taxable income and/or separate limi- 
tation income, 72 

Interest expense deduction 

—Controlled foreign corporations 

——Final §864(e) regulations, 602; 

charts, 610 et seq. 
——Temporary §864(e) regulations, 600 
——TRA 1986 amendments, 599 
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—Foreign corporations, proposed §1.882-5 reg- 
ulations, 522 

——Effectively connected income, interest ex- 

pense allocable to, 533 

Passive foreign investment companies, excess 
distributions, 470 

Section 482 allocations, see TRANSFER 
PRICING 


ALLOCATIONS UNDER §482 
See TRANSFER PRICING 


ALTERNATIVE MINIMUM TAX 

Adjusted current earnings adjustmemt, see AD- 
JUSTED CURRENT EARNINGS 

Non-resident aliens, 249 

Possessions credit corporation dividends, for- 
eign tax credit limitation look-through rules, 
421 


ANTI-DUMPING 
See DUMPING 


ARM’S-LENGTH STANDARD 
See TRANSFER PRICING 


ASSETS 

See also STOCK PURCHASES TREATED 
AS ASSET ACQUISITIONS, §338 

Mexico 

—Acquisition of stock v. assets, 135 

—Assets sales followed by liquidations, 148 

—Assets tax, 145 

Section 988 items identification and character- 
ization, 153 

Situs of assets, U.S. transfer tax considerations, 


USS. assets of foreign corporations, interest paid 
deduction, 523 et seq. 


ATHLETES, PROFESSIONAL 
Exemption from substantial presence test, 660 


AUDITS 


Designation of international issues for litiga- 
tion, 23 
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BANKS 

See also FOREIGN BANKS 

New York court decision interpreting perma- 
nent establishment provisions of non-discrimi- 
nation clause of U.K.-U.S. treaty, effect on 
federal tax, planning considerations, 483 
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BASIS 

Dual consolidated losses or dual resident corpo- 
rations, adjustments, 677 

Passive foreign investment company stock 
transfers, recognition of gain on non-recogni- 
tion transfers, 464 

Section 338 transactions, exception to carryover 
basis rule for certain assets, 267 


BLOCKED INCOME 
Procter & Gamble Co. v. Comr., 385 


BONDS 
See DEBT OBLIGATIONS 


BORROWER FEES 

Hidden fees in cash-collateralized securities 
loans, 306 

Securities lending transactions, 305 

Source of income rules, 305 

Withholding tax, 306 


BRANCH PROFITS TAX 

Branch interest tax, 244; 328 

Dividend equivalent amount, 242 

Excess interest tax, 244; 328; 376; 377; 382 

Foreign corporation doing business in U.S., 241; 
315; 324; 381 

Liabilities reduction election, 533 

Treaty relief, 324; 381 

Treaty shopping, 325; 382 


BRANCHES, FOREIGN 

See also QBU BRANCHES 

Foreign banks with U.S. branches, determina- 
tion if hedging gains or losses is effectively 
connected income, 686 

Foreign corporation conduct of U.S. business, 
318; 388 

Mexico, 133 

New York court decision interpreting perma- 
nent establishment provisions of non-discrimi- 
nation clause of U.K.-U.S. treaty, effect on 
federal tax, planning considerations, 483 


BURDEN OF PROOF 
Dual consolidated losses, 684 
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CANADA 

Aircraft leasing, proposed exemption for for- 
eign lessors, 88 

Commuters from Canada and Mexico, exemp- 
tion from substantial presence test, 664 

Competitiveness for manufacturing industry, 
tax reform measures included in budget, 199 

Corporate capital tax proposal, 389 
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CANADA—Contd. 

Deductibility of interest on funds borrowed to 
earn income from business or investment, ef- 
fect on cross-border corporate financing by 
Canadian legislative proposals, 157 

Foreign accrual property income (FAPI) attri- 
bution, 28 

—Active business deemed to have been carried 
on by controlled foreign affiliate interest in- 
come not FAPI (TCC), 30 

—Controlled foreign affiliate interest income 
deemed to be foreign accrual property in- 
come (7CC), 29 

—Definition, 29 

Interest withholding tax on U.S. lenders, 564 et 
seq. 

Passive foreign investment companies, cross- 
border effects of U.S. proposed and tempo- 
rary regulations, 335 et seq. 

Proposed 1991 technical amendments to In- 
come Tax Act, cross-border effects, 159 

Residency in U.S. for income t x purposes, 
§7701(b) final regulations, 442 

Software, licensing agreements across Canada- 
US. border, withholding tax on royalties, 633 

Tie-breaker rules for Canada-US. dual residen- 
cy cases, 31 

Treaty shopping, Canadian-based multination- 
als with U.S. operating subsidiaries, 489 

U.S.-Canada Tax Treaty 

—Dividends, proposal to reduce withholding 
tax rate, 199; 200 

—Non-U.S. corporation held resident of U.S. 
within meaning of Canada-U.S. treaty (Can- 
ada FCTD), 345 

—Renegotiations postponed, 91 

US. tax initiative, effect on Canada, 485 et seq. 


CAPITAL FORMATION 

Mexico, financing of corporate acquisitions, 
debt v. equity, 136 et seq. 

CAPITAL LOSSES 

Foreign tax credit limitation computation, 116 


CARRYOVERS AND CARRYBACKS 

Net operating losses, see NET OPERATING 
LOSSES 

CAT METHOD 

See TRANSFER PRICING, subheading, 
Comparable adjustable transactions method 

CFCs 

See CONTROLLED FOREIGN CORPORA- 
TIONS 

CHOICE OF ENTITY 

Foreign-owned entity conduct of U.S. business, 
236; 313 et seq. 

CITIZENS OF UNITED STATES 

Residence and domicile determination, 652 

COMMENSURATE WITH INCOME STAN- 
DARD 

Cross-licensing agreement between related tax- 
payers involving intangibles without royalty 
payments held subject to §482 (TAM), 435 

COMPARABLE ADJUSTABLE TRANSAC- 
TIONS METHOD 

See TRANSFER PRICING 


COMPARABLE PROFIT METHOD 
See TRANSFER PRICING 


COMPETENT AUTHORITY 


Designation of Tax Court international issues 
docketed cases for litigation, 25 
U.S. tax authorities searches outside U.S., 548 


COMPUTATIONS 

DASTM currency gain or loss, 152 et seq. 

QBU branches 

—Exchange gain or loss on intracompany trans- 
fers, accounting for, 193 








—Foreign branch income, profit and loss meth- 
od of accounting, 192 
Separate limitation losses, 63 et seq. 


COMPUTER SOFTWARE 
See SOFTWARE 


CONSOLIDATED RETURNS 

Dual consolidated losses, analysis and compari- 
son between final and temporary regulations, 
671 et seq. 

Foreign tax credit limitation, consolidated sepa- 
rate limitation losses, 118 et seq. 

—Separate return limitation years, 120 


CONSTITUTIONAL LAW 


U.S. tax authorities searches outside U.S., 548; 
552; 554 


CONTIGUOUS COUNTRY CORPORA- 
TIONS 


Mexico, 135 


CONTROLLED FOREIGN CORPORATIONS 

See also SALES OR EXCHANGES OF 
STOCK OF CERTAIN FOREIGN COR- 
PORATIONS, §1248 

Contract research/licensing arrangements v. 
cost sharing arrangements for intangible 
property development, ownership, and use, 
362 


Currency gains and losses, see HEDGING 
TRANSACTIONS 

Debt offset rule, see subhead, Interest alloca- 
tion rules, final §864(e) regulations, this 
heading 

Definition for §367(b) purposes, 5 

Earnings and profits 

—All E&P amount for inbound transfers of 
assets, Prop. Regs. under §367(b), 6; 9 et 
seq.; 20 

Financial services income, 417 

Foreign tax credit, look-through rules, final reg- 
ulations, 420 et seq. 

Hedging transactions, 
TRANSACTIONS 

Interest allocation rules 

—Final §864(e) regulations, 602; flow charts, 
610 et seq. 

—Temporary §864(e) regulations, 600 

Proposal to treat CFCs as domestic corpora- 
tions, see LEGISLATION, FEDERAL, HR 
5270 

Repeal of deferral for undistributed earnings 
and profits of foreign subsidiaries, see LEG- 
ISLATION, FEDERAL, HR 5270 

Section 355 distributions, Prop. Regs. 
§1.367(b)-5, 17 


see HEDGING 


CORPORATIONS 

Foreign-owned entity conduct of U.S. business, 
238; 316 

—Tax treaties, 316 


COST SHARING ARRANGEMENTS 

See also TRANSFER PRICING 

Adjustments to cost shares, 369 

Buy-in and buy-out, 366 

Character of payments, 366 

Contractual provisions and administrative re- 
quirements, 367 

Cost/income ratio computation, 367 

Current transfer pricing regulations, 363 

Eligible participants, 365 

Foreign multinationals, 361 

Intangible property development, ownership, 
and use, 360 

Marketing intangibles, 366 

Nature of rights received, 366 

Products and costs covered, 365 

Proposed transfer pricing regulations, 176; 281; 
313; 363 et seq. 

Sharing of costs, 364 

U.S. multinationals, 362 








CROSS-BORDER SECURITIES PAYMENTS 


See SECURITIES LENDING TRANSAC- 
TIONS 


CURRENCY FLUCTUATIONS 


See FOREIGN CURRENCY REGULA- 
TIONS 


CURRENCY SWAPS 

Exchange gain or loss computation, 431 

Foreign banks with U.S. branches, determina- 
tion if hedging gains or losses is effectively 
connected income, 686 

Hyperinflationary non-functional currency de- 
nominated, proposed regulations, 427 


CURRENCY TRANSACTIONS 
See FOREIGN CURRENCY TRANSAC- 
TIONS 


Functional currency, see FUNCTIONAL 
CURRENCY 


Hedging transactions, 
TRANSACTIONS 


CURRENCY TRANSLATION 


See FOREIGN CURRENCY TRANSLA- 
TION 


CUSTOMS DUTIES 
Mexico, 145 


see HEDGING 
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DASTM 


See DOLLAR APPROXIMATE SEPARATE 
TRANSACTIONS METHOD 


DEATH TAXES 


Canada, proposed 1991 technical amendments 
to Income Tax Act, cross-border effects, 160 


DEBT/EQUITY RATIO 


Foreign-owned entity conduct of U.S. business, 
374 


DEBT OBLIGATIONS 

Foreign corporations doing business in USS., 
372; 383 

Hyperinflationary currency denominated obli- 
gations, proposed regulations, 426 

Mexico, financing of corporate acquisitions, 137 
et seq. 

Non-functional currency denominated instru- 
ments, exchange gain or loss computation, 
430 

Section 988 coordination with §1275, proposed 
regulations 

—Contingent payment debt instruments, 425 

—Dual currency obligations, 425 

—Multi-currency obligations, 426 


DEDUCTIONS 

Foreign tax credit limitation, separate limita- 
tion losses computation, 64 

Foreign taxes, maintenance of separate limita- 
tion loss accounts and overall foreign loss ac- 
counts, 62 

Interest paid deduction, see INTEREST 


DEFICIT REDUCTION ACT OF 1984 
See TAX REFORM ACT OF 1984 


DESIGNATION OF INTERNATIONAL IS- 
SUES FOR LITIGATION 

Appeals Office cases, 24 

Effect of designation, 26 

Examination Div. cases, 23 

Tax Court, docketed cases, 25 

Types of cases designated, 25 


DISTRIBUTIONS, CORPORATE 

See also BRANCH PROFITS TAX; DIVI- 
DENDS 

Mexican corporations, 147 

Passive foreign investment companies, §1291 
proposed regulations on excess distributions, 
467 
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DISTRIBUTIONS, PARTNERSHIPS 
Foreign entity conduct of U.S. business, 251 


DIVIDEND EQUIVALENT AMOUNT 

See also EQUITY DERIVATIVE CON- 
TRACTS 

Branch profits tax, 242 


DIVIDENDS 

See also BRANCH PROFITS TAX 

Canada/U.S. tax treaty, Canadian proposal to 
reduce withholding rate, 199; 200 

Foreign corporations, 243; 327 

Foreign-owned U.S. corporations, 237; 323 

Inbound and foreign-to-foreign transfers, Prop. 
Regs. under §367(b), deemed dividend treat- 
ment, 7 

Mexico 

—Mexican subsidiaries from, 142 

—Withholding tax on distributions to non-re- 
sidents, 147 

Russia-U:S. tax treaty, 617; 621 

Withholding taxes, 237; 323; 327 

—Russia-U.S. tax treaty, 617 


DOLLAR APPROXIMATE 
TRANSACTIONS METHOD 

Balance sheet items, 155 

Conforming requirement, 155 

Determination and allocation of DASTM cur- 
rency gain or loss, 152 et seq. 

Effective date of regulations, 155 

Final regulations, 151 et seq. 

Section 988 items identification and character- 
ization, 153 

Translation rate, 154 


DOUBLE TAX TREATIES 
See TAX TREATIES 


DOUBLE TAXATION 
See FOREIGN-OWNED ENTITY CON- 
DUCT OF U.S. BUSINESS 


DUAL CONSOLIDATED LOSSES 

Final regulations, analysis and comparison with 
temporary regulations, 671 et seq. 

—SRLY limitation, 676 


DUAL RESIDENT CORPORATIONS 


Dual consolidated losses, final regulations, 671 
et seq. 


DUMPING 

Measurement of dumping, 476 

Sample calculation, 477 

Transfer pricing, alleged conflict between Com- 
merce Dept. and IRS laws, 476 et seq. 
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EARNED INCOME EXCLUSION 


See FOREIGN EARNED INCOME EXCLU- 
SION 


EARNINGS AND PROFITS 

Controlled foreign corporations 

—All E&P amount for inbound transfers of 
assets, Prop. Regs. under §367(b), 6; 9 et 
seq.; 20 

Foreign corporations, proposed §964 regula- 
tions, 560 et seq. 

Mexico, utilidad fiscala neta, 147 

Passive foreign investment companies, excess 
distributions, 470 


EARNINGS STRIPPING RULES 

Foreign corporation doing business in U.S., 373 
—Excessive debt, 377 

Foreign-owned entity conduct of U.S. business 
—Excess interest tax, 376; 377 


EFFECTIVELY CONNECTED INCOME 

Foreign banks with U.S. branches, determina- 
tion if hedging gains or losses is effectively 
connected income, 686 


SEPARATE 





Foreign corporations, 241 

—Interest expense deduction, proposed §1.882- 
5 regulations, 519 et seq. 

Foreign governments, interest expense deduc- 
tion, 523 

—Interest expense allocable to ECI, 533 

Foreign-owned U.S. corporations, 236 

Loan rebate fees on cross-border securities lend- 
ing transactions, 303 


ELECTIONS 

Currency gain or loss of CFCs 

—Annual recognition, 629 

—Passive income characterization, 629 

Dual consolidated loss regulations, election to 
apply retroactively, 683 

First year residency election, 668 

Qualified electing fund election, effect of 
changes of stock ownership, 472 

Reduction of liabilities by foreign corporations 
as of branch profits tax determination date, 
533 


US. dollar as functional currency in hyperinfia- 
tionary environments, 151 


EMPLOYMENT ABROAD 


See FOREIGN EARNED INCOME EXCLU- 
SION 


EQUIPMENT LEASING 

Aircraft leasing in Canada, proposed exemption 
for foreign lessors, 88 

Mexican subsidiaries, leasing of equipment to, 
139 


EQUITY DERIVATIVE CONTRACTS, 307 
Securities lending transaction proposed regula- 
tions, 306 


ESTATE TAX 

Foreign-owned entity conduct of U.S. business, 
234; 255 

Residence and domicile, 651 

Treaty relief, 333 


ESTATES 

Inbound and foreign-to-foreign transfers, Prop. 
Regs. under §367(b), 9 

Interest expense deduction by foreign corpora- 
tions, 526 

Section 7701(b) definition of resident, non-ap- 
plication to trusts, 652 


EXCESS INTEREST TAX 
See BRANCH PROFITS TAX 


EXCHANGE CONTROLS 
Mexico, 133 


EXCHANGE GAINS AND LOSSES 


Foreign branches, proposed §987 regulations, 
192 et seq. 
Section 988 transactions, 430 


EXCHANGE OF INFORMATION 

Double tax treaties, 546 

Tax information exchange agreements, 547 

U.S. agreements, status report, 38; 96; 166; 
211; 285; 351; 394; 449; 495; 573; 640; 694 

US. tax authorities searches outside U.S., 546 
et seq. 


EXCLUSIONS FROM GROSS INCOME 
See FOREIGN EARNED INCOME EXCLU- 
SION 


EXPLORATION EXPENDITURES 
Russia-U.S. tax treaty, 521 


F 


(F) REORGANIZATIONS 
See REORGANIZATIONS, CORPORATE 


FAIR MARKET VALUE 
Section 988 transactions, 430 





FAPI (FOREIGN ACCRUAL PROPERTY IN- 
COME) 


See CANADA 


FDAP INCOME 


See FIXED OR DETERMINABLE ANNU- 
AL OR PERIODICAL INCOME 


FINANCIAL LEASES 


Mexican subsidiaries, leasing of equipment to, 
139 


FINANCIAL SERVICES INCOME 

Foreign tax credit limitation, revised and pro- 
posed regulations 

—Active financing income, 417 

—Affiliated group test, 418 

—Non-controlled §902 corporations, 418 


FIRPTA 1980 


See FOREIGN INVESTMENT IN REAL 
PROPERTY TAX ACT OF 1980 


FIXED OR DETERMINABLE ANNUAL OR 
PERIODICAL INCOME 

Foreign corporations, 241 

Foreign-owned U.S. corporations, 236 

Non-resident aliens, 649 


FOREIGN ACCRUAL PROPERTY INCOME 
ATTRIBUTION 


See CANADA 


FOREIGN BANKS 

Hedging gains or losses, determination if effec- 
tively connected income, 686 

USS. liabilities determination for interest paid 
deduction, 531; 539 


FOREIGN CORPORATION TRANSFERS, 
§367 

Foreign-to-foreign exchanges, Prop. Regs. 
§1.367(b)-4, 14 

—Applicable transactions, 14 

—Exchanges not triggering inclusion of §1248 
amount, 17 

—Section 1248 amount included in income as 
deemed dividend, 14 

Inbound and foreign-to-foreign transfers, Prop. 
Regs. under §367(b), 3 

—All E&P amount, 6; 9 et seq.; 20 

—Applicable transfers, 4 

—Controlled foreign corporations, 5 

—Coordination with §355 transactions, 20 

—Deemed dividends, 7 

—Deemed inbound (F) reorganizations, 9 

—Effective dates, 20 

—(F) reorganizations, 8 

—Functional currency adjustments, 9 

—Notice and information requirements, 5 

—Partnerships, trusts, and estates, 9 

—Section 367(a), relationship to, 4 

—Section 1248 amount, 5; 14; 18 

—Section 1248 shareholders, 5 

Inbound transactions, repatriation of foreign 
corporate assets, Prop. Regs. §1.367(b)-3, 9 
et seq. 

—All E&P amount, 10 

—Carryover of foreign taxes, 13 

—Recognition of exchange gain or loss, 10; 12 

—Reorganizations, corporate, 11 

—Subsidiary corporation liquidations, 10 

—‘Taxable exchange election,” 12 et seq. 

—Toll charges, 9 

—U.S. person who is not U.S. shareholder of 
foreign acquired corporation, 13 : 

Passive foreign investment company stock in 
§1291 fund dispositions coordination of 
§1291 with §367, 467 

Section 355 distributions by CFCs, 17 

—Coordination with inbound and foreign-to- 
foreign transactions, 20 

—Non-pro rata distributions, 19 

—Pro rata distributions, 18 

—Reduction of §1248 amount, 18 

—Taxable distribution election, 19 
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FOREIGN CORPORATION TRANS- 
FERS—Contd. 

Section 355 distributions by domestic corpora- 
tions, 17 

Toll charges 

—Inbound liquidations and reorganizations, 9 


FOREIGN CORPORATIONS 

See also FOREIGN-OWNED ENTITY CON- 
DUCT OF U.S. BUSINESS 

Branch interest tax, 244; 328 

Branch profits tax, 241; 324 

Conduct of U.S. business, 241 

Contract research/licensing arrangements v. 
cost sharing arrangements for intangible 
property development, ownership, and use, 
361 

Cost sharing arrangements, 361 

Dividends, 243; 327 

Earnings and profits, proposed §964 regula- 
tions, 560 et seq. 

Effectively connected income, 241 

Excess interest tax, 328; 382 

FDAP income, 241 

Formation, 245; 329 

interest paid deduction, 243; 316 

—Booked liabilities, 533; 536; 538 

—Effectively connected income, interest ex- 
pense allocable to, 533 

—IRS adjustments, 540 

—Proposed §1.882-5 regulations, 519 et seq. 

—Separate currency pools method, 539 

—USS. assets, 523 

—US. liabilities, 528 

Liquidation and/or sale, 245; 329 

Permanent establishment, 324 

US. real property ownership, 247; 330 

—lInterest paid deduction, 525 


FOREIGN CURRENCY FLUCTUATIONS 

Transfer pricing, IRS authority to make alloca- 
tions regarding currency risk (TAM), 622 et 
seq. 


FOREIGN CURRENCY TRANSACTIONS 

See also DOLLAR APPROXIMATE SEPA- 
RATE TRANSACTIONS METHOD 

Branch transactions, proposed §987 regulations, 
192 

Foreign banks with U.S. branches, determina- 
tion if hedging gains or losses is effectively 
connected income, 686 

Passive foreign investment companies, distribu- 
tion in foreign currency, 469 

Qualified business unit branch terminations, 
proposed regulations, 440 

Section 988 transactions, see SECTION 988 
TRANSACTIONS 


FOREIGN CURRENCY TRANSLATION 

Dollar approximate separate transactions meth- 
od, regulations, 151 et seq. 

—Average exchange rate, 154 

Inbound and foreign-to-foreign transfers, Prop. 
Regs. under §367(b), 9 


FOREIGN EARNED INCOME EXCLUSION 

Airline pilot stationed in Japan for less than 
165 days in tax year deemed to be “qualified 
individual” under §§911 and 913 entitled to 
§911 exclusion despite fact wife and family 
lived in U.S. (CA 5), 84 

Section 7701(b) definition of resident, non-ap- 
plication to §911 exclusion, 651 


FOREIGN GOVERNMENT EMPLOYEES 

Exemption from substantial presence test, 656 

FOREIGN GOVERNMENTS 

Interest expense deduction, proposed §1.882-5 
regulations, 523 

FOREIGN INVESTMENT IN REAL PROP- 
ERTY TAX ACT OF 1980 


Canadian taxpayer rebuffed in attempt to 
recharacterize sale of U.S. real estate inter- 





ests to U.S.-based subsidiary as transfer to 
controlled corporation (TAM), 202 

Foreign corporation conduct of U.S. business, 
247 et seq.; 330 et seq. 

Foreign-owned entity conduct of U.S. business, 
239 et seq.; 316 et seq.; 330 et seq. 

—Non-recognition transfers, 383 

U.S. real property holding corporations, 240; 
316 


FOREIGN LOSSES 
Foreign tax credit limitation, see FOREIGN 
TAX CREDIT LIMITATION 


FOREIGN-OWNED ENTITY CONDUCT OF 
U.S. BUSINESS 

See also FOREIGN CORPORATIONS 

Alternative minimum tax, 249 

Branch interest tax, 244; 328 

Branch of foreign corporation v. subsidiary of 
foreign corporation operation of U.S. busi- 
ness, 318 

Branch profits tax, 241; 315; 324; 381 

Branch v. special purpose foreign subsidy opera- 
tion of U.S. business, 388 

Capitalization considerations, 383 

Choice of entity, 236; 313 et seq. 

—Tax treaty considerations, 377 et seq. 

Consolidated and affiliated groups, 374 

Conversion of assets to foreign use, 384 

Debt securities, 372; 383 

Debt-to-equity determinations, 374 

Dividends, 237; 243; 323; 327 

Domestic corporation v. foreign corporation, in- 
come tax considerations, 315 

—Tax treaties, 379 

Double taxation elimination, 233 

Earnings stripping rules, 373 

Effectively connected income, 236; 241 

Estate tax, treaty relief, 333 

Estate tax considerations, 234; 255 

Excess interest tax, 328 

—Earnings stripping rules, interrelationship 
with, 376 

—Withholding tax on interest paid to share- 
holders, 316; 382 

Excessive debt, 377 

FDAP income, 236; 241 

Foreign partnerships, 250 et seq.; 332 et seq. 

Generation-skipping transfer tax considera- 
tions, 254 

Gift tax considerations, 255 

Incorporation of business, recognition and non- 
recognition transfers, 238; 240; 316 

—Tax treaties, 324 

Individual investors, 248; 333; 379 

Interest payments and deductions, 237; 243; 
316; 323; 373; 375; 382 

Introduction, 232 

Partnership liabilities, 374 

Partnerships, 250 et seq.; 332 et seq. 

Permanent establishment, 324 

Portfolio interest, 237 

Real property ownership 

—FIRPTA 1980 provisions, 239; 316; 330; 383 

—Non-recognition transfers, 383 

—Tax treaties, 330; 332 

Reduction of U.S. taxation, 234 

Related person status, 376 

Sale or liquidation of corporation, 239; 240; 
317; 324; 384 

Sale or liquidation of partnership, 251; 254; 
317; 318 

Situs of assets, 254 

Sole proprietorships by non-resident aliens, 248 
et seq.; 333; 379 

Tax treaties, 319 et seq.; 377 et seq. 

—Domestic v. foreign corporation as vehicle for 
US. investment, income tax considerations, 
379 

Treaty shopping, 321; 382 

USS. income tax 

—Domestic corporation v. foreign corporation, 
315; 379 

—Foreign corporations, 241 et seq. 

—Foreign-owned U.S. corporations, 236 et seq. 








U.S. source income, 235 
Withholding taxes 
—Dividends, 237; 323; 327 
—Interest, 237; 316; 323; 382 
—Treaty relief, 380 


FOREIGN PARTNERSHIPS 
Conduct of U.S. business, 250 et seq.; 332 et 
seq. 


FOREIGN PERSONAL HOLDING INCOME 
Currency gain or loss of CFCs, see HEDGING 
TRANSACTIONS 


FOREIGN SEARCHES 
See SEARCH AND SEIZURE 


FOREIGN TAX CREDIT 

Canada, proposed 1991 technical amendments 
to Income Tax Act, cross-border effects, 160 

Currency gains or losses of CFCs, 628 

Inbound transactions, repatriation of foreign 
corporate assets, Prop. Regs. §1.367(b)-3, 13 

Mexico, U.S. investments in, tax planning con- 
siderations, 142 

Passive foreign investment companies 

—Cross-border effects of U.S. proposed and 
temporary regulations, 341 

—Excess distributions, 471 

Russian profits tax and enterprise income tax, 
creditability under new Russia-U:S. tax trea- 
ty, 617 

Securities lending transaction substitute pay- 
ments, proposed regulations, 301 

Subsidies, denial of credit, final regulations, 78 

TRA 1976 amendments, 57 


FOREIGN TAX CREDIT LIMITATION 

Accumulation distributions, 118 

Allocation of foreign losses to foreign income, 
60 

Allocation of foreign losses to U.S. income, 60 

Allocation of taxes, revised regulations, 422 

Allocation of U.S. losses to foreign income, 59 

Baskets of income,, see, Separate categories of 
income, §904(d) revised final and proposed 
regulations, this heading 

Capital losses, 116 

Consolidated overall foreign loss accounts, 119 

Consolidated separate limitation losses, 118 et 
seq. 

Currency gains or losses of CFCs, 628 

Deduction of foreign taxes, 62 

“Disposition,” 124 

Dispositions of property, 123 et seq. 

Domestic trusts, 117 

Foreign taxes, treatment of, 62 

Gain recognition and assignment to separate 
limitations category, 124 

Historical background, 55 

Legislative history, 57 

Look-through rules, final regulations, 420 

—Possessions credit corporation dividends, 421 

Multiple dispositions of foreign business proper- 
ty, 126 

Ordering rules for allocation of losses; exam- 
ples, 74 

Overall limitation loss accounts, 115 

Overall limitation v. per country limitation, 56 

Property used in trade or business, 123 

Property used predominantly outside U.S., 124 

Recapture of overall foreign iess, 122 

Recharacterization of separate limitation in- 
come, 60 

Recharacterization of subsequent income, 121 

Section 338 stock purchases treated as asset 
acquisitions, 272 

Separate categories of income, §904(d) revised 
final and proposed regulations, 415 

—Adjusted current earnings adjustments, 419 

—Financial services income, 417 

—Non-controlled §902 corporations, 418 

—Passive income, 415 

—Priority rules, 420 

Separate limitation loss accounts, 115 
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FOREIGN TAX CREDIT—Contd. 

Separate limitation losses, computation of, 63 

—Allocation of losses, 72 

—Income and deductions determination, 64 

—Net operating losses, assignment of, 65 et 
seq. 

Separate return limitation years, 120 

TRA 1976 amendments, 57 

TRA 1986 amendments, 59; 599 

Transition rules, 127 

Transition rules, revised regulations, 423 

Unrecognized gain, “deemed recognition provi- 
sion,” 125 

U.S. source losses and foreign source losses, 61 


FOREIGN-TO-FOREIGN TRANSFERS 


See FOREIGN CORPORATION TRANS- 
FERS, §367 


FORMATION OF U.S. CORPORATION BY 
FOREIGN ENTITY 

See FOREIGN-OWNED ENTITY CON- 
DUCT OF U.S. BUSINESS 


FORMS 
8621, Passive foreign investment company or 


qualified electing fund, shareholder return, 
466 


FORWARD CONTRACTS, FUTURES CON- 
TRACTS, OPTIONS, AND SIMILAR FI- 
NANCIAL INSTRUMENTS 

Exchange gain or loss computation, 431 

Hyperinflationary non-functional currency de- 
nominated, proposed regulations, 427 


FOURTH AMENDMENT 
See SEARCH AND SEIZURE 


FUNCTIONAL CURRENCY 

See also DOLLAR APPROXIMATE SEPA- 
RATE TRANSACTIONS METHOD 

Inbound and foreign-to-foreign transfers, Prop. 
Regs. under §367(b), 9 


U.S. dollar in hyperinflationary environment, 
151 


G 


GENERATION-SKIPPING TRANSFER TAX 
Foreign-owned entity conduct of U.S. business, 
254 


GIFT TAX 
Foreign-owned entity conduct of U.S. business, 


Residence and domicile, 651 


H 


HEDGING TRANSACTIONS 

Controlled foreign corporation currency gains 
and losses 

—Election to recognize currency gain and loss 
annually, 629 

—Integrated hedges, 630 

—Loss of foreign tax credits, 628 

—Mixed straddle election, 630 

—One year !oans, 629 

—Planning considerations, 629 

—Subpart F income inclusion, 628 

Foreign banks with U.S. branches, determina- 
tion if hedging gains or losses is effectivety 
connected income, 686 

Section 988 hedging transactions, proposed and 
final regulations, 425; 428; 432 


HOLDING COMPANIES 
Mexico, 134 


HOLDING PERIOD 

Passive foreign investment companies 

—Stock transfers, recognition of gain on non- 
recognition transfers, 464 

—Taxation of excess distributions, 469 








I 


INBOUND TRANSFERS 

See FOREIGN CORPORATION TRANS- 
FERS, §367 

INSTALLMENT METHOD SALES 


Passive foreign investment companies, gain 
from disposition of stock in §1291 fund, 466 


INTANGIBLE PROPERTY 

Alternatives for development, ownership, and 
use of intangibles, 359 et seq. 

—Ad hoc approach, 359 

—Contract research/licensing arrangements, 
360 


—Cost sharing arrangements, 360 

—Foreign multinationals, 361 

—Partnerships, 361 

—US. multinationals, 362 

Cost sharing arrangements, see COST SHAR- 
ING ARRANGEMENTS 

Marketing intangibles, cost sharing arrange- 
ments, 366 

Transfer pricing, Prop. Regs., 


INTERCOMPANY PRICING 
See TRANSFER PRICING 


INTEREST 

Branch interest tax, 244; 328 

Deduction for interest paid 

—cControlled foreign corporations 

——Final §864(e) regulations, 602 et seq.; 

flow charts, 610 et seq. 

——Temporary regulations, 600 

—Earnings stripping rules, 373 

—Foreign and domestic partnerships, 250 

—Foreign banks, 531; 539 

—Foreign corporations, 243; 316; 382 

——Booked liabilities, 533; 536; 538 

——Effectively connected income, interest ex- 

pense allocable to, 533 

——IRS adjustments, 540 

——Proposed §1.882-5 regulations, 519 et seq. 

— —Separate currency pools method, 539 

——US. assets, 523 

——US. liabilities, 528 

—Foreign governments with effectively con- 
nected income, 523 

—Foreign-owned U.S. corporations, 237; 316; 
373; 375; 382 

—Funds borrowed to earn income from busi- 
ness or investment, effect on cross-border cor- 
porate financing by Canadian legislative pro- 
posals, 157 

—Non-resident alien sole proprietorships, 248 

Excess interest tax, 244; 328; 376; 382 

Foreign-owned U.S. corporations, 237; 316; 323 

Loan rebate fees on cross-border securities lend- 
ing transactions, 303 

Portfolio interest, see PORTFOLIO INTER- 
EST 


171; 179 et seq. 


Russia-U.S. tax treaty, 617; 620 

Source of income rules, 237; 249; 251; 323 

Withholding taxes, 237; 323 

—Canada, debt financing of Canadian enter- 
prises, 564 et seq. 

—Russia-U:S. tax treaty, 617 


INTERNAL REVENUE SERVICE 


Searches outside U.S., see SEARCH AND 
SEIZURE 


INTERNATIONAL ENFORCEMENT 

See DESIGNATION OF INTERNATION- 
AL ISSUED FOR LITITATION; TRANS- 
FER PRICING 


INTERNATIONAL SECURITIES LENDING 
See SECURITIES LENDING TRANSAC- 
TIONS 


JOINT VENTURES 
Mexico, 134 








L 


LEASES AND LEASEHOLDS 


Mexico, business and tax planning considera- 
tions for U.S. businesses, 132 


LEGISLATION, FEDERAL 

HR 

—5270, Foreign Income Tax Rationalization 
and Simplification Act of 1992, consequences 
to Canada-US. transactions, 486; transfer 
pricing provisions, 486; repeal of deferral for 
controlled foreign corporations, 488; sales of 
U.S. company stock by 10 percent or greater 
foreign shareholders, 489; miscellaneous pro- 
visions, 490; treatment of CFC as domestic 
corporation, 490 

International tax rules, current status of pro- 
posed legislation, 41; 99; 213; 287; 353; 396; 
452; 498; 576; 643; 697 


LIABILITIES 

Section 988 items identification and character- 
ization, 153 

US. liabilities of foreign corporations, interest 
paid deduction, 528 et seq. 

—Booked liabilities, 533; 536; 538 

—Election to reduce liabilities, 533 


LICENSING AGREEMENTS 

Contract research/licensing arrangements v. 
cost sharing arrangements for intangible 
property development, ownership, and use 

—Foreign multinationals, 361 

—USS. multinationals, 362 

Software, licensing agreements across Canada- 
US. border, withholding tax on royalties, 633 


LIKE-KIND EXCHANGES 

Cross-licensing agreement between related tax- 
payers involving intangibles without royalty 
payments held subject to §482 (TAM), 435 

Section 482 application, 435; 437; 438 


LIQUIDATIONS, CORPORATE 

Foreign corporations, 245; 329 

—US. real property interests held by, 248; 318; 
331 


Foreign-owned entity conduct of U.S. business, 
238; 240; 317 

—Tax treaties, 324; 384 

Mexico, asset sales followed by liquidations, 
148 

Passive foreign investment companies, gain 
from disposition of stock in §1291 fund, 466 


LIQUIDATIONS, PARTNERSHIPS 
Foreign entity conduct of U.S. business, 251; 
317 


—U:SS. real property interests held by, 254; 318 


LITIGATION 
See DESIGNATION OF INTERNATION- 
AL ISSUES FOR LITIGATION 


LOAN REBATE FEES 

Securities lending transactions, 302 
Tax treaties, 304 

Withholding tax, 303 


LOSSES 

Capital losses, see CAPITAL LOSSES 

Dual consolidated losses, see DUAL CONSOL- 
IDATED LOSSES 

Exchange gains and losses, see EXCHANGE 
GAINS AND LOSSES 

Foreign losses, see FOREIGN TAX CREDIT 
LIMITATION 

Net operating losses, see NET OPERATING 
LOSSES 


M 


MARKETING INTANGIBLES 
See INTANGIBLE PROPERTY 





MAT 
6 


TAX MANAGEMENT 





MATCHING TRANSACTIONS METHOD 
See TRANSFER PRICING 


MEXICO 

Asset sales followed by liquidations, 148 

Assets tax, 145 

Branch operations of foreign corporations, 133 

Commuters from Canada and Mexico, exemp- 
tion from substantial presence test, 664 

Consolidation of operations, planning considera- 
tions, 139 et seq. 

Contiguous country corporations, 135 

Customs duties, 145 

Distributions, corporate, 147 

Dividend distributions from Mexican subsid- 
iaries, 142 

Equipment leasing to Mexican subsidiary, 139 

Exchange controls, 133 

Exit strategies, 147 

Financial leases, 132 

Financial leasing of equipment to Mexican sub- 
sidiary, 139 

Financing of corporate acquisitions, debt v. eq- 
uity, 136 et seq. 

Foreign investment regulation, 131 

Foreign tax credit, planning considerations, 142 

Holding companies, 134 

Joint venture contracts, 134 

Magquiladoras (assembly operations), 143 

Net operating loss carryovers, 141 

Offshore holding companies, 134 

Price controls, 133 

Profit-sharing plans, 146 

Real property acquisition tax, 147 

Reorganizations, corporate, 141 

Royalties, 141 

Stock v. assets acquisitions, 135 

Subsidiaries, corporate, 134 

Tax treaties, 147 

Trusts, 135 

US. business investment in, 131 

Utilidad fiscala neta (earnings and profits), 147 

Value-added tax, 145 

Withholding taxes, 147 


MINERALS 
Russia-U.S. tax treaty, 521 


MUTUAL AGREEMENT PROCEDURES 
U.S. tax authorities searches outside U.S., 548 


N 


NATURAL RESOURCES 
See MINERALS; OIL AND GAS 


NET OPERATING LOSSES 

Dual consolidated losses, final regulations, 671 
et seq. 

Foreign tax credit limitation, computation of 
separate limitation losses, 65 et seq. 

Mexico, 141 


NON-RECOGNITION TRANSACTIONS 

Passive foreign investment company stock 
transfers, recognition of gain to extent provid- 
ed in regulations, 464 

Section 482 application, 436 


NON-RESIDENT ALIENS 

Alternative minimum tax, 249 

Definition, 650 

Estate and gift taxes, 254 et seq. 

Sole proprietor conduct of U.S. trade or busi- 
ness, 248 et seq.; 333; 379 

TRA 1984 definition, 648 

U.S. taxation of resident aliens compared, 649 


NON-RESIDENT-OWNED INVESTMENT 
CORPORATIONS 

Canada, proposed 1991 technical amendments 
to Income Tax Act, cross-border effects, 161 





NOTICE REQUIREMENTS 

Inbound and foreign-to-foreign transfers, Prop. 
Regs. under §367(b), 5 

Section 338 stock purchases treated as asset 
acquisitions, 269 

NOTIONAL PRINCIPAL CONTRACTS 

Definition, 429 

Section 988 transactions, coordination of §446 
and §988 regulations, 427 


O 


OFFSHORE HOLDING COMPANIES 
Mexico, 134 


OIL AND GAS 
Russia-U.S. tax treaty, 521 


OVERSEAS EMPLOYMENT 
See FOREIGN EANRED INCOME EXCLU- 
SION 


P 


PARTNERSHIP INTEREST SALES OR EX- 
CHANGES 


Foreign entity conduct of U.S. business, 251; 
317 


—US. real property interests held by, 254; 318 


PARTNERSHIPS 

Foreign-owned entity conduct of U.S. business, 
250 et seq.; 332 et seq. 

—Interest paid deduction, 525; 536 

—Liabilities, 374; 536 

Inbound and foreign-to-foreign transfers, Prop. 
Regs. under §367(b), 9 

Intangible property development, ownership, 
and use, 361 


PASSIVE FOREIGN INVESTMENT COM- 
PANIES 

Proposed and temporary regulations 

—Cross border effects, 335 et seq. 

—Excess distributions, §1291, 459 et seq. 

——Allocation of excess distributions, 470 

——Change in status of alien, 466 

——Deemed dispositions, 462 

——Deemed distributions, 467 

——Deferred tax amount, 470 

——Dispositions, 462 

——Distributions, 467 

——Earnings and profits, effect on, 470 

——Excess portion of distributions, 468 

——Foreign currency, distributions in, 469 

———Foreign tax credit, 471 

——lIndirect dispositions, 462 

——lIndirect distributions, 467 

——lIndirect shareholders, 461 

——Installment sales, 466 

——Liquidating distributions, 466 

——Non-recognition transactions, 464 

——Partnership and S corporation-sharehold- 
ers of §1291 funds, reporting of distribu- 
tions, 468 

——Pedigreed QEFs, 461 

——Pledges of §1291 fund stock, 463 

——Regulated investment companies, 471 

——Scope of proposed regulations, 460 

——Section 304 transactions, 468 

——Section 367 or 1492 transfers, coordination 
with, 467 

——Taxation of excess distributions, 469 

——Taxation of return of capital, 470 

—Purging of PFIC taint under §1291(d)(2), 

472 


—Qualified electing fund election, effect of 
changes of stock ownership, 472 


PASSIVE INCOME 

Currency gain or loss of CFCs, election to char- 
acterize as passive income, 629 

Foreign tax credit limitation, revised regula- 
tions 

—Active rents and royalty exception, 417 

—High tax kickout, 415 





PERMANENT ESTABLISHMENT, 324 

New York court decision interpreting perma- 
nent establishment provisions of non-discrimi- 
nation clause of U.K.-U.S. treaty, effect on 
federal tax, planning considerations, 483 

Russia-U.S. tax treaty, 616; 619 


PERSONAL PROPERTY 

Transfer pricing rules 

—Intangible property transfers, 171 
—Tangible property transfers, 173 


PETROLEUM 
See OIL AND GAS 


PORTFOLIO INTEREST 
Foreign-owned entity conduct of U.S. business, 


Securities lending transaction substitute pay- 
ments 

—Loan rebate fees, 303 

—Proposed regulations, 301 


POSSESSIONS CREDIT CORPORATIONS 
Dividends from to related U.S. corporation, for- 
eign tax credit limitation, 421 


POSSESSIONS OF UNITED STATES 
Residence and domicile determination, 653 


PRICE CONTROLS 
Mexico, 133 


PROFIT AND LOSS METHOD OF AC- 
COUNTING 

Foreign branches with non-U.S. functional cur- 
rency, 192 


PROFIT-SHARING PLANS 
Mexico, 146 


Q 


QBU BRANCHES 

Definition, 192 

Gain or loss on intracompany transfers, ac- 
counting for, 193 

Profit and loss method of accounting, 192 

Taxable income computation rules, 192 

Termination of QBU branch, 197 


QUALIFIED BUSINESS UNITS 

Election to use U.S. dollar as functional curren- 
cy, 151 

Interaffiliate distributions of QBU branches, 
proposed §987 regulations, 440 

QBU branches, 192 


QUALIFIED ELECTING FUNDS 
See PASSIVE FOREIGN INVESTMENT 
COMPANIES 


R 


REAL ESTATE MORTGAGE INVESTMENT 
CONDUITS (REMICs) 

Residual interests transfers to or by foreign per- 
sons, proposed regulations, 478 


REAL PROPERTY 

Foreign corporation ownership of U.S. real 
property, 247; 330 

—lInterest paid deduction, 525 

—Liquidation or sale of corporation, 248; 331 

—Tax treaties, 330 

Foreign or domestic partnership ownership of 
U.S. real property, 253 

—Liquidation or sale or partnership, 254 

—Tax treaties, 332 

Foreign-owned U.S. corporation ownership of 
US. real property, 239; 316; 318 

—Non-recognition transfers, 383 

Mexico, tax on acquisition of real property, 147 

Non-resident alien sole proprietorships, 249 


RECAPTURE 
See FOREIGN TAX CREDIT LIMITATION 
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RECOGNITION OF GAIN 

All E&P amount from inbound transfers, 10 

Currency gain or loss, CFC election to recog- 
nize annually, 629 

Exchange gain or loss on inbound transfers, 10; 
12 


Foreign tax credit limitation, gain recognition 
on dispositions and assignments cf separate 
limitations category, 124 

Section 355 distributions by CFCs, taxable dis- 
tribution election, 19 

“Taxable exchange election” in conjunction 
with inbound transfers, 12 et seq. 


REDEMPTIONS OF CORPORATE STOCK 

Related corporation redemptions, §304, see RE- 
LATED CORPORATION REDEMP- 
TIONS, §304 


REGULATED INVESTMENT COMPANIES 
Passive foreign investment companies, excess 
distributions, 471 


REGULATIONS 
Branch profits tax, election to reduce liabilities, 
533 


Dollar approximate separate transactions meth- 
od, final regulations, 151 et seq. 

Dual consolidated losses, final regulations, anal- 
ysis and comparison with temporary regula- 
tions, 671 et seq. 

Earnings and profits of foreign corporations, 
proposed §964 regulations, 560 et seq. 

Foreign branch income and exchange gain or 
loss on intracompany transfers, proposed reg- 
ulations 

—Accounting for gain or loss in intracompany 
transfers, 193 

—Profit and loss method of accounting, 192 

—Qualified business unit branch terminations, 
440 

Foreign tax credit 

—Limitation on credit 

——Allocation of taxes, revised regulations, 

422 


——Look-through rules, final regulations, 420 
et seq. 

——Separate categories of income, §904(d) re- 
vised final and proposed regulations, 415 
et seq. 

——Transition rules, revised regulations, 423 

—Subsidies, denial of credit for taxes treated 


as, 

Inbound and foreign-to-foreign transfers, Prop. 
Regs. under §367(b), 3 et seq. 

Interest expense deduction 

—Controlled foreign corporations 

——Final §864(e) regulations, 602 et seq.; 

flow charts, 610 et seq. 

——Temporary §864(e) regulations, 600 

—Foreign corporations, proposed §1.882-5 reg- 
ulations, 519 et seq. 

—Foreign governments, proposed §1.882-5 reg- 
ulations, 523 

Passive foreign investment companies, proposed 
and temporary regulations 

—Cross border effects, 335 et seq. 

—Excess distributions, §1291, 459 et seq. 

—Purging of PFIC taint under §1291(d)(2), 
472 


—Qualified electing fund election, effect of 
changes in stock ownership, 472 

REMICs, transfers of residual interests to or by 
foreign persons, proposed regulations, 478 

Resident aliens, Canadian perspective on final 
§7701(b) regulations, 442 

Resident aliens, proposed regulations, 647 et 


seq. 

Section 338 stock transfers treated as asset ac- 
quisitions 

—Proposed regulations, 261; 263 et seq. 

—Temporary regulations, 262 

Section 988 transactions, proposed and final 
regulations 

—Character of exchange gain or loss, 432 

—Computation of exchange gain or loss, 430 





—Contingent payment debt instruments, 425 

—Definitional changes, 429 

—Dual currency obligations, 425 

—Hedging transactions, 428; 432 

—Mark-to-market accounting, 424 

—Multi-currency obligations, 426 

—Notional principal contracts, 427 

—Related party debt exchanges, 427 

—Source of exchange gain or loss, 432 

Securities lending transaction substitute pay- 
ments, proposed regulations, 298 et seq. 

Transfer pricing and cost sharing allocations, 
Prop. Regs., 171 et seq.; 275 et seq.; 363 


RELATED CORPORATION REDEMP- 
TIONS, §304 

Passive foreign investment companies, excess 
distributions, 468 


RELATED PERSONS 
Foreign-owned entity conduct of U.S. business, 


RENTAL INCOME 

Foreign tax credit limitation, passive income 
basket exception for active rentals and royal- 
ties, proposed regulations, 417 


REORGANIZATIONS, CORPORATE 

(F) reorganizations 

—Deemed inbound (F) reorganizations, 9 

—Inbound and foreign-to-foreign transfers, 
Prop. Regs. under §367(b), 8 

Inbound transfers of assets, first tier and lower 
tier reorganizations, 11 

Mexico, 141 


REPORTING REQUIREMENTS 

Passive foreign investment companies 

—Exception to gain recognition on disposition 
of PFIC stock in §1291 fund from non-recog- 
nition transaction, 466 

—Partnership and S corporation-shareholders 
of §1291 funds, reporting of distributions, 
468 


REPOs 
Securities lending transactions, 302 


RESEARCH AND DEVELOPMENT 

Intangible property, alternatives for develop- 
ment, ownership, and use of 

—Ad hoc approach, 359 

—Contract research/licensing arrangements, 
360 

—Cost sharing arrangements, 360 

—Foreign multinationals, 361 

—Partnerships, 361 

—USS. multinationals, 362 


RESIDENCE AND DOMICILE 

See also RESIDENT ALIENS 

Airline pilot stationed in Japan for less than 
165 days in tax year deemed to be “qualified 
individual” under §§911 and 913 entitled to 
§911 exclusion despite fact wife and family 
lived in U.S. (CA 5), 84 

Canadians, residency in U.S. for income tax 
purposes, §7701(b) final regulations, 442 

Estate and gift tax purposes, 651 

First year residency election, 668 

Foreign government or international organiza- 
tion employees, 656 
Lawful permanent resident test, 654 

Medical conditions, alien individuals with, 662 

Member of immediate family of exempt alien 
individuals, 661 

Non-U.S. corporation held resident of U.S. 
within meaning of Canada-U'S. treaty (Can- 
ada FCTD), 345 

Possessions and territories, 653 

Professional athletes, 660 

Section 7701(b) definition of resident, non-ap- 
plication to 

—Estate and gift tax, 651 

—Foreign earned income exclusion, 651 

—Trusts and estates, 652 





Students, 659 

Substantial presence test, 650; 654 

—Commuters from Canada and Mexico, 664 

—Daycount rules, 655 

—Days in transit, 564 

—Exceptions, 665 

—Exempt individuals, 656 

—Medical conditions, 662 

Tax treaties, 319 

Teachers and trainees, 658 

Tie-breaker rules for Canada-U.S. dual residen- 
cy cases, 31 

USS. citizens, 652 


RESIDENT ALIENS 

See also RESIDENCE AND DOMICILE 

Definition, 650; 653 

—Proposed regulations, 647 et seq. 

First year residency election, 668 

Lawful permanent resident test, 654 

Passive foreign investment company stock dis- 
positions, change in alien status, 466 

Qualifying requirements, 650 

Substantial presence test, 654 

TRA 1984 definition, 648 

U.S. taxation of non-resident aliens compared, 


RETURN OF CAPITAL 
Passive foreign investment companies, excess 
distributions, 470 


ROYALTIES 

Blocked income, Procter & Gamble Co. v. 
Comr., 385 

Foreign multinational contract re- 
search/licensing arrangements v. cost sharing 
arrangements, 361 

—Super royalties, 362 

Foreign tax credit limitation, passive income 
basket exception for active rentals and royal- 
ties, proposed regulations, 417 

Mexico, 141 

Russia-U.S. tax treaty, 617; 620 

Software, licensing agreements across Canada- 
U.S. border, withholding tax on royalties, 633 


RUSSIA 

Enterprise income tax, 617 

Profits tax, 617; 619 

U.S.-Russia, new tax treaty, 615 et seq. 


S 


SALE AND REPURCHASE TRANSAC- 
TIONS 
See REPOs 


SALES OF CORPORATIONS 

Foreign corporations, 245; 329 

—USS. real property interests held by, 248; 318; 
331 


Foreign-owned entity conduct of U.S, business, 
238; 240; 317 

—Tax treaties, 324; 384 

Non- resident alien sole proprietorships, 249 

U.S. company stock by 10 percent or greater 
foreign shareholders, see LEGISLATION, 
FEDERAL, HR 5270 


SALES OR EXCHANGES OF PARTNER- 
SHIP INTERESTS 

See PARTNERSHIP INTEREST SALES OR 
EXCHANGES 


SALES OR EXCHANGES OF STOCK OF 
CERTAIN FOREIGN CORPORATIONS, 
§1248 

See also CONTROLLED FOREIGN COR- 
PORATIONS 

Foreign-to-foreign exchanges, 
§1.367(b)-4, 14 

Section 338 election, 269 

Section 355 distributions by CFCs, 17 

Section 1248 amount, 5; 14; 18 

Section 1248 shareholders, 5 


Prop. Regs. 
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TAX MANAGEMENT 





SEARCH AND SEIZURE 

U.S. tax authorities searches outside U.S., 546 
et seq. 

—Direct participation of U.S. agency, 549 

—Fourth Amendment application, 548; 552; 
554 

—Joint ventures with foreign tax authorities, 
549 

—Legal basis, 546 

—Verdugo-Urquidez; U.S. v., 553 


SECTION 338 TRANSACTIONS 
See STOCK PURCHASES TREATED AS 
ASSET ACQUISITIONS, §338 


SECTION 355 DISTRIBUTIONS 
See SEPARATIONS, CORPORATE 


SECTION 367 TRANSFERS 


See FOREIGN CORPORATION TRANS- 
FERS, §367 


SECTION 482 ALLOCATIONS 
See TRANSFER PRICING 


SECTION 911 EXCLUSION 


See FOEIGN EARNED INCOME EXCLU- 
SION 


SECTION 936 CORPORATIONS 


See POSSESSIONS CREDIT CORPORA- 
TIONS 


SECTION 988 TRANSACTIONS 

Character of exchange gain or loss, 432 

Contingent payment debt instruments, coordi- 
nation with §1275, proposed regulations, 425 

Currency swaps, 427; 431 

Dual currency obligations, coordination with 
§1275, proposed regulations, 425 

Exchange gain or loss computation, 430 

Fair market value, 430 

Forward contracts, futures contracts, options, 
and similar financial instruments, 427; 431 

Hedging transactions, proposed and final regu- 
lations, 425; 428; 432 

Hyperinflationary currency denominated obli- 
gations, proposed regulations, 426 et seq. 

Intra-taxpayer transactions, 429 

Mark-to-market accounting, proposed regula- 
tions, 424 

Multi-currency obligations, coordination with 
§1275, proposed regulations, 426 

Non-functional currency denominated debt in- 
struments, 430 

Non-functional currency dispositions, 430 

Notional principal contracts 

—Definition, 429 

—Section 446 and §988 regulations coordina- 
tion, 427 

Related party debt exchanges, proposed regula- 
tions, 427 

Separate computation of exchange gain and 
loss, 429 

Source of exchange gain or loss, 432 

Spot rate conventions, 429 


SECTION 1248 SHAREHOLDERS 
See SALES OR EXCHANGES OF STOCK 


OF CERTAIN FOREIGN CORPORA- 
TIONS, §1248 


SECURITIES LENDING TRANSACTIONS, 

Borrower fees, 305 

Cross-border securities lending issues, 297 

Dividend equivalent amounts on equity deriva- 
tive contracts, 306 

Foreign tax credit, 301 

Historical development, 296 

Income earned on non-cash collateral, 306 

Loan rebate fees, 302 

Portfolio interest, 301; 303 

REPOs, 302 

Section 1058, 296 

Substitute payments, 297 

—Proposed regulations, 298 et seq. 























Tax treaties, 300 


SEPARATE LIMITATION INCOME AND 
LOSSES 

See generally FOREIGN TAX CREDIT LIM- 
ITATION 


SEPARATE RETURN LIMITATION YEAR 
See SRLY LIMITATION 


SEPARATIONS, CORPORATE 

CFC distribution of stock or securities of con- 
trolled corporation, 17 

Domestic corporation distribution of CFC 
stock, Prop. Regs. §1.367(b)-(5)(b), 17 


SHIPPING AND AIRCRAFT INCOME 

Reciprocal tax exemption agreements, status 
report, 38; 96; 166; 211; 285; 351; 394; 449; 
495; 573; 640; 694 


SOCIAL SECURITY TOTALIZATION 
AGREEMENTS 

U.S. agreements, status report, 39; 97; 167; 
212; 286; 352; 395; 450; 496; 574; 641; 695 


SOFTWARE 


Licensing agreements across Canada-U.S. bor- 
der, withholding tax on royalties, 633 


SOLE PROPRIETORSHIPS 
Non-resident alien conduct of U.S. trade or 
business, 248 et seq.; 333; 379 


SOURCE OF INCOME 

Borrower fees on cross-border securities lending 
transactions, 305 

Cost sharing agreement payments, 366 

Foreign-owned entity conduct of U.S. business 

—USS. source income, 235 

Interest, 237; 249; 251; 323 

Section 338 deemed sales of assets, 274 

Section 988 transaction exchange gains or 
losses, 432 


SOVIET UNION 
See RUSSIA 


SRLY LIMITATION 

Dual consolidated losses, 676 

Foreign tax credit limitation, consolidated sepa- 
rate limitation losses, 120 


STATE AND LOCAL TAXES 

New York court decision interpreting perma- 
nent establishment provisions of non-discrimi- 
nation clause of U.K.-U.S. treaty, effect on 
federal tax, planning considerations, 483 
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